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INDEPENDENT AUDITOR'S REPORT

Board of Education
Unified School District No. 447
Cherryvale, Kansas 67335

We have audited the accompanying statutory basis financial statements of the individual funds of the
Unified School District No. 447, Cherryvale, Kansas, as of and for the year ended June 30, 2011, as
listed in the table of contents. These statutory basis financial statements are the responsibility of the
School District's management. Our responsibility is to express an opinion on these statutory basis
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, the Kansas Municipal Audit Guide, and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

As described in Note A-3, the School District prepared these statutory basis financial statements
using accounting practices prescribed by the State of Kansas to demonstrate compliance with the
cash basis and budget laws of the State of Kansas, which practices differ from accounting principles
generally accepted in the United States of America. The effects on the statutory basis financial
statements of the differences between the regulatory basis of accounting and accounting principles
generally accepted in the United States of America, although not reasonably determinable, are
presumed to be material.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the
statutory basis financial statements referred to above do not present fairly, in conformity with
accounting principles generally accepted in the United States of America, the financial position of
Unified School District No. 447, Cherryvale, Kansas, as of June 30, 2011, or changes in financial
position or cash flows thereof for the year then ended.

-

P.O. Box 707 208 E. Laurel -331-46 -331-061
Independence, KS 67301 620-3 W&Ow,ymsgz.fgr% 2




Also, in our opinion, the statutory basis financial statements referred to in the first paragraph present
fairly, in all material respects, the cash and unencumbered cash balances of each of the various
funds of Unified School District No. 447, Cherryvale, Kansas, as of June 30, 2011, and their
respective cash receipts and expenditures and budgetary results for such funds for the year then
ended on the basis of accounting described in Note A-3.

In accordance with Government Auditing Standards, we have also issued our report dated
December 22, 2011 on our consideration of the District’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the statutory basis financial
statements of Unified School District No. 447 taken as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is not a required part of the statutory basis financial statements. The
Schedule of Findings and Questioned Costs and Summary Schedule of Prior Audit Findings are
presented for the purpose of additional analysis and are not a required part of the statutory basis
financial statements. The information has been subjected to the auditing procedures applied in the
audit of the statutory basis financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the information is fairly stated, in all material respects, in relation to the
financial statements of the District taken as a whole, on the basis of accounting described in

Note A-3.

Ues bz 851 Viidats

Yq/):{K[—:s & MICHELS, CPA, LLC

December 22, 2011
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STATEMENT 3
Page 1 of 25

UNIFIED SCHOOL DISTRICT NO. 447

CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Ad Valorem Tax
Delinquent Tax
Other County Taxes
State Aid
State Aid — Special Ed
ARRA Stabilization Funds
Education Jobs Grant

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
ARRA Salaries
Student Support Services
Instructional Support Staff
General Administration
School Administration
Business Office
Operations and Maintenance
Transportation
Transfers
Reimbursements
Adjustments to comply with Legal Max

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH, BEGINNING

UNENCUMBERED CASH, ENDING

GENERAL FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)

$ 450,382.26 $ 35478696 $ 352,834.00 $ 1,852.96

12,631.27 8,264.89 7,063.00 1,201.89

5,874.89 8,296.41 - 8,296.41

5,020,740.00 5,125,925.00 5,341,257.00 (2156,332.00)

515,246.00 553,281.00 573,885.00 (20,604.00)
303,194.00 116,287.00 116,287.00 -

- 203,619.00 - 203,619.00

$6,308,068.42 $ 6,370,460.26 $6,391,326.00 $ (20,865.74)

$2401,647.95 § 2,639,087.54 §$2,991,819.00 § (352,731.46)

303,194.00 116,287.00 - 116,287.00
117,640.38 118,168.21 127,851.00 (9,682.79)
118,162.90 63,900.64 98,391.00 (34,490.36)
240,972.45 262,824.27 248,620.00 14,204.27
419,809.37 457,780.00 471,786.00 (14,006.00)
38,989.25 42,827 .54 53,491.00 (10,663.46)
421,720.82 457,240.03 453,605.00 3,635.03
218,487.65 219,240.96 212,406.00 6,834.96
2,048,117.62 2,020,101.66  1,733,357.00 286,744.66
(20,674.39) (26,997.85) - (26,997.85)
: - (20,866.00) 20,866.00

$6,308,068.00 § 6,370,460.00 §$ 6,370,460.00 % -

$ 042 § 0.26
$ - $ 0.42
$ 042 § 0.68

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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STATEMENT 3
Page 2 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

SUPPLEMENTAL GENERAL FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Ad Valorem Tax $ 453,02437 $ 45343524 $ 447,259.00 § 6,176.24
Delinquent Tax 16,205.67 11,658.73 7,223.00 443573
Motor Vehicle Tax 55,260.25 66,063.01 73,240.00 (7,176.99)
Other County Taxes 998.19 876.36 638.00 238.36
ARRA Stabilization Funds 273,678.00 - - -
State of Kansas 805,503.00 949,920.00 953,028.00 (3,108.00)
TOTAL CASH RECEIPTS $160466948 $ 148195334 $1481,388.00 § 565,34
EXPENDITURES
Instruction $ 320,792.30 $ 44693691 $ 324,00000 $ 122,936.91
ARRA Salaries 273,678.00 - - -
Student Support Services 9,299.72 331.78 - 331.78
Instructional Support 8,534.59 - - -
General Administration 52,012.28 15,816.99 38,000.00 (22,183.01)
School Administration 42729.18 6,946.82 - 6,946.82
Operations and Maintenance 384,065.15 373,145.98 380,000.00 (6,854.02)
Transportation 41,753.82 50,884.35 38,000.00 12,884.35
Transfers 497 134.96 605,937.17 720,000.00 (114,062.83)
TOTAL EXPENDITURES $ 1,630,000.00 $ 1,500,000.00 $ 1,500,000.00 $ -
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ (25,330.52) $ (18,046.66)
UNENCUMBERED CASH, BEGINNING 43,942.66 18,612.14
UNENCUMBERED CASH, ENDING $ 1861214 $ 565.48

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT,
-7-



STATEMENT 3
Page 3 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

VOCATIONAL EDUCATION FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Transfers $ 236,000,000 $ 255500.00 $ 250,000.00 9 5,500.00
Carl Perkins Grant 9,980.00 501.03 8,000.00 (7,498.97)
TOTAL CASH RECEIPTS $ 24598000 $ 256,001.03 $ 25800000 $ (1,998.97)
EXPENDITURES
Instruction $ 239,74654 $ 25569975 $ 300,553.00 $ (44,853.25)
TOTAL EXPENDITURES $ 239,74654 $ 255699.75 $§ 300,553.00 $ (44,853.25)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 6,23346 % 301.28
UNENCUMBERED CASH , BEGINNING 48,422 .89 54,656.35
UNENCUMBERED CASH, ENDING $ 5465635 $ 54,957.63

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
-8 -



STATEMENT 3
Page 4 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

SPECIAL EDUCATION FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget {Under)
CASH RECEIPTS
Transfers $ 806,246.00 $ 843,281.00 $ 86588500 $ (22,604.00)
Other 8,211.02 - - -
TOTAL CASH RECEIPTS $ 814,457.02 $ 843281.00 $ 86588500 $ (22,604.00)
EXPENDITURES
Instruction $ 806,000.37 $ 825550.09 $ 949,594.00 $ (124,043.91)
TOTAL EXPENDITURES $ 806,00037 $ 82555009 $ 949594.00 $ (124,043.91)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 8,456.65 § 17.730.91
UNENCUMBERED CASH , BEGINNING 150,887.80 159,344 .45
UNENCUMBERED CASH, ENDING $ 15934445 $ 177,075.36

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
-9-



STATEMENT 3
Page 5 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
{(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

4 YR, OLD AT RISK FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Transfer 68,000.00 49,500.00 $ 64,000.00 (14,500.00)
Miscellaneous - - - -
TOTAL CASH RECEIPTS 68,000.00 49,600.00 $ 64,000.00 (14,500.00)
EXPENDITURES
Contracted Services 63,406.00 48,732.00 $ 68,594.00 (19,862.00)
Operations and Maintenance - - - -
TOTAL EXPENDITURES 63,406.00 48,732.00 $ 68,594.00 (19,862.00)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES 4,594.00 768.00
UNENCUMBERED CASH , BEGINNING - 4,594.00
UNENCUMBERED CASH, ENDING 4,594.00 5,362.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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STATEMENT 3
Page 6 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

K-12 AT RISK FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Transfers $ 736,500.00 $ 800,500.00 $ 79847200 $ 2,028.00
Miscellaneous - - - -
TOTAL CASH RECEIPTS $ 736,50000 $ 800,500.00 $ 79847200 $ 2,028.00
EXPENDITURES
Instruction $ 73537743 $ 802,500.74 $ 901,110.00 $ (98,609.26)
TOTAL EXPENDITURES $ 73537743 $ 80250074 $ 901,110.00 $ (98,609.26)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 112257  § (2,000.74)
UNENCUMBERED CASH |, BEGINNING 101,515.17 102,637.74
UNENCUMBERED CASH, ENDING $ 10263774 $ 100,637.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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STATEMENT 3
Page 7 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
{(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

DRIVER TRAINING FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
State of Kansas 3 2,350.00 $ 355200 $ 3,640.00 % (88.00)
Miscellaneous 5,430.00 3,675.00 5,430.00 (1,755.00)
Transfer 7,000.00 4,837.17 7,000.00 (2,062.83)
TOTAL CASH RECEIPTS $ 1478000 $ 12,16417 $  18,070.00 § (3,905.83)
EXPENDITURES
Instruction $ - $ - $ - $ -
Operations and Maintenance 14,197.35 11,479.88 41,666.00 (30,186.12)
TOTAL EXPENDITURES $ 1419735 % 1147988 § 41666.00 $ (30,186.12)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 582.65 % 684.29
UNENCUMBERED CASH , BEGINNING 40,978.57 41,661.22
UNENCUMBERED CASH, ENDING $§ 4156122 § 42,245.51

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
-12-



STATEMENT 3
Page 8 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

FOOD SERVICE FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget {Under)
CASH RECEIPTS
State of Kansas $ 486713 % 3,631.09 $ 3,891.00 (259.91)
Federal Funds 320,001.03 338,941.19 265,558.00 73,383.19
Food Service 129,777.78 111,828.04 132,649.00 (20,820.96)
Miscellaneous 4,982 .61 6,974.68 18,000.00 (11,025.32)
Transfers 116,000.00 101,000.00 106,000.00 (5,000.00)
TOTAL CASH RECEIPTS $ 57562855 $ 56237500 $ 526,098.00 36,277.00
EXPENDITURES
Food Service Operation $ 57517405 $ 562,30162 $ 660,328.00 (98,026.38)
$ 57517405 $ 56230162 $ 660,328.00 (98,026.38)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 45450 $ 73.38
UNENCUMBERED CASH , BEGINNING 133,776.00 134,230.50
UNENCUMBERED CASH, ENDING $ 13423050 $ 134,303.88

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
-13-



STATEMENT 3
Page 9 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

CAPITAL OUTLAY FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Interest on Investments $ 6,239.86 $ 4,814.09 5,500.00 $ (685.91)
County Taxes 50.56 37.86 - 37.86
Miscellaneous & Reimbursements 47,868.74 48,347.00 30,000.00 18,347.00
Transfers 145,000.00 233,320.66 - 233,320.66
TOTAL CASH RECEIPTS $ 19915916 $ 286,519.61 35,500.00 $ 25101961
EXPENDITURES
Equipment and Furnishings 3 - 3 20,327.04 310,000.00 $ (289,672.96)
Architect 6,000.00 15,000.00 (9,000.00)
Repair and Remodeling-Buildings 95,270.76 101,706.70 170,000.00 (68,293.30)
Site Improvement - - 282,000.00 (282,000.00)
TOTAL EXPENDITURES $ 9527076 $ 128,033.74 777,000.00 $ (648,966.26)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 103,88840 $ 158,485.87
UNENCUMBERED CASH , BEGINNING 1,141,205.05 1,245,093.45

UNENCUMBERED CASH, ENDING

$ 1,245,093.45

$ 1,403,579.32

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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STATEMENT 3
Page 10 of 25

UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

IN SERVICE EDUCATION FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
State of Kansas $ - $ - $ -
Transfers 31,134.06 60,000.00 18,000.00 42,000.00
TOTAL CASH RECEIPTS $ 3113496 $ 60,000.00 $ 18,000.00 $ 42,000.00
EXPENDITURES
Instruction $ 1056226 $ 3426908 $ 6729500 $ (33,025.92)
TOTAL EXPENDITURES $ 10566226 % 34,269.08 $ 67,295.00 $ (33,025.92)
CASH RECEIPTS QVER (UNDER)
EXPENDITURES $ 2057270 % 25,730.92
UNENCUMBERED CASH , BEGINNING 37,603.44 58,176.14
UNENCUMBERED CASH, ENDING $ 5817614 % 83,907.06

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.,
-15.



STATEMENT 3
Page 11 of 25

UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

VIRTUAL SCHOOL FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Undern)

CASH RECEIPTS
Transfers $ 299,000.00 $ 278,000.00 $ 344,000.00 $ (66,000.00)

Miscellaneous - - - -

TOTAL CASH RECEIPTS $ 299,000.00 $ 278,000.00 $ 344,000.00 $ (66,000.00)
EXPENDITURES

Instruction $ 26780177 $ 27430215 $ 401457.00 $ (127,154.85)
TOTAL EXPENDITURES $ 26780177 $ 27430215 $ 401,457.00 $ (127,154.85)
CASH RECEIPTS OVER (UNDER)

EXPENDITURES $ 3119823 % 3,697.85

UNENCUMBERED CASH , BEGINNING 26,260.43 57,458.66

UNENCUMBERED CASH, ENDING $ 5745866 § 61,156.51

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
-16 -



STATEMENT 3
Page 12 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

SMALL GRANTS FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
State of Kansas $ - $ - $ - $ -
Miscellaneous 702.55 211.05 10,050.00 (9,838.95)
TOTAL CASH RECEIPTS $ 702.55 $ 21105 $ 10,050.00 $ (9,838.95)
EXPENDITURES
Miscellaneous $ 5388.53 $ 993.86 $ 13,000.00 $  (12,006.14)
TOTAL EXPENDITURES $ 538853 § 993.86 $ 13,000.00 $  (12,006.14)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ (4,685.98) $ (782.81)
UNENCUMBERED CASH , BEGINNING 10,787.30 6,101.32
UNENCUMBERED CASH, ENDING $ 6,101.32 $ 5,318.51

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT,
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STATEMENT 3
Page 13 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

KPERS RETIREMENT FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
State of Kansas $ 346833.03 $ 30311517 $ 416,199.00 $ (113,083.83)
TOTAL CASH RECEIPTS $ 346,833.03 § 303,115.17 $ 416,199.00 $ (113,083.83)
EXPENDITURES
KPERS Contributions $ 34683303 § 303,115.17 $ 416,199.00 $ (113,083.83)
TOTAL EXPENDITURES $ 346,833.03 § 303,115.17 $ 416,199.00 $ (113,083.83)

CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ - $ -

UNENCUMBERED CASH , BEGINNING - -

UNENCUMBERED CASH, ENDING 3 - $ -

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
-18 -



UNIFIED SCHOOL. DISTRICT NO. 447

CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

STATEMENT 3
Page 14 of 25

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Transfer

TOTAL CASH RECEIPTS
EXPENDITURES

Operation and Maintenance
TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

CONTINGENCY RESERVE FUND

Prior
Year
Actual

$ 100,371.62

$ 100,371.62

$ 100,371.62

393,184.63

$ 493,556.25

Current
Year
Actual

493,656.25

493,556.25

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 447

CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

STATEMENT 3
Page 15 of 25

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Fees

TOTAL CASH RECEIPTS

EXPENDITURES
Commodities

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

TEXTBOOK RENTAL FUND

Prior
Year
Actual
$ 21415.02
$ 21,415.02
$ 70.00
3 70.00
$  21,345.02
53,610.51
$ 7495553

Current
Year
Actual

17,762.81

17,762.81

221.94

221.94

17,540.87

74,955.53

92,496.40

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.,
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UNIFIED SCHOOL. DISTRICT NO. 447
CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET

For the Year Ended June 30, 2011

{(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

RECREATION COMMISSION FUND

STATEMENT 3
Page 16 of 25

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Ad Valorem Tax $ 5125927 § 41,386.43 $  42,964.00 (1,577.57)
Delinquent Tax 1,923.04 1,333.56 815.00 518.56
Motor Vehicle Tax 6,389.87 11,194.14 8,802.00 2,392.14
Other County Taxes 126.13 197.60 76.00 121.60
Miscellanecus - - 8,000.00 (8,000.00)
TOTAL CASH RECEIPTS $ 5969831 $ 54,111.73 $ 60,657.00 (6,545.27)
EXPENDITURES
Community Service Operations $ 5969831 $ 54,111.73 $  61,100.00 (6,988.27)
TOTAL EXPENDITURES $ 5969831 §$ 5411173 $ 61,100.00 (6,988.27)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ - $ -
UNENCUMBERED CASH , BEGINNING - -
UNENCUMBERED CASH, ENDING 3 - $ -

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 447

CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

STATEMENT 3
Page 17 of 25

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
None

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

ABERNATHY GRANT FUND

Prior
Year
Actual
$ -
$ .
$ -
$ -
$ R
723.78
$ 723.78

Current
Year
Actual

723.78

723.78

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

STATEMENT 3
Page 18 of 25

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

RURAL/LOW INCOME FUND

Prior
Year
Actual
CASH RECEIPTS
Federal Funds $ 4,369.00
TOTAL CASH RECEIPTS 3 4.369.00
EXPENDITURES
Instruction $ -
TOTAL EXPENDITURES $ -
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 4,369.00
UNENCUMBERED CASH , BEGINNING (4,369.00)

UNENCUMBERED CASH, ENDING $ -

Current
Year
Actual

25,395.00

25,395.00

25,395.00

25,395.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.

.23-



UNIFIED SCHOOL DISTRICT NO. 447

CHERRYVALE, KANSAS

For the Year Ended June 30, 2011

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

STATEMENT 3
Page 19 of 25

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Federal Funds

TOTAL CASH RECEIPTS

EXPENDITURES

Personnel
Benefits

Contract Services
Supplies
Occupancy

Other

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)

EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

TITLE | - 2009/2010 _FUND

Prior
Year
Actual

129,643.79

129,643.79

113,722.40
17,643.83
11,419.27
28,486.37

7,074.90
492.26

178,839.03

(49,195.24)

(49,195.24)

$

$

Current
Year
Actual

113,210.00

113,210.00

64,014.00

64,014.00

49,196.00

{49,195.24)

0.76

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

STATEMENT 3
Page 20 of 25

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

CASH RECEIPTS
Federal Funds - ARRA

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
Salaries/fringe - ARRA
Contract Services - ARRA
Supplies - ARRA

TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

ARRA TITLE | - 2009/2010 FUND

Prior
Year
Actual

130,575.00

130,575.00

113,606.96
16,991.57
10,129.80

140,728.33

(10,153.33)

(10,153.33)

$

(10,153.33)
$ (14.33)

Current
Year
Actual

S 3463500

34,635.00

24,496.00

24,496.00

10,139.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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STATEMENT 3
Page 21 of 25
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

TITLE |1 - 2010-2011 FUND

Prior Current
Year Year
Actual Actual
CASH RECEIPTS
Federal Funds $ - $ 195,484.00
TOTAL CASH RECEIPTS $ - $ 195,484.00
EXPENDITURES
Instruction $ - $ 199,114.74
Other o
TOTAL EXPENDITURES $ - $ 199,114.74
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ - $ (3,630.74)
UNENCUMBERED CASH , BEGINNING - -
UNENCUMBERED CASH, ENDING $ - $ (3,630.74)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

STATEMENT 3
Page 22 of 25

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

TITLE il A - 2010-2011 FUND

Prior
Year
Actual

CASH RECEIPTS

Federal Funds 3 -
TOTAL CASH RECEIPTS $ -
EXPENDITURES

Instruction $ -

Other .
TOTAL EXPENDITURES $ -

CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ -

UNENCUMBERED CASH , BEGINNING -

UNENCUMBERED CASH, ENDING 3 -

Current
Year
Actual

34,697.00

34,697.00

34,697.00

34,697.00

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

STATEMENT 3
Page 23 of 25

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

TITLE 11 D - 2009-2010 FUND

Prior
Year
Actual
CASH RECEIPTS
Federal Funds $ 2,191.00
TOTAL CASH RECEIPTS $ 2,191.00
EXPENDITURES
Instruction $ -
Other 2,191.00
TOTAL EXPENDITURES $ 2,191.00
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ -
UNENCUMBERED CASH , BEGINNING -
UNENCUMBERED CASH, ENDING $ -

Current
Year
Actual

$ 780.00

$ 780.00

$ 780.00

$ 780.00

THENOTESTOTHEFWANCMLSTATEMENTSAREANINTEGRALPARTOFTHSEﬂATEMENT
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UNIFIED SCHOOL DISTRICT NO. 447

CHERRYVALE, KANSAS

STATEMENT OF CASH RECEIPTS AND EXPENDITURES

For the Year Ended June 30, 2011

STATEMENT 3
Page 24 of 25

(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

ARRA TITLE [ID - 2009/2010 FUND

CASH RECEIPTS
Federal Funds - ARRA

TOTAL CASH RECEIPTS
EXPENDITURES
Contract Services - ARRA
Supplies - ARRA
TOTAL EXPENDITURES

CASH RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH , BEGINNING

UNENCUMBERED CASH, ENDING

Prior

Year

Actual
$ 3,417.00
$ 3,417.00
$ 1,387.40
4,000.60
$ 5,388.00
$ (1,971.00)
3 (1,971.00)

Current
Year
Actual

$ 1,971.00

$ 1,971.00

$ 1,871.00

(1,971.00)
$ -

P
[l

THENOTESTOTHEFWANCMLSTATEMENTSAREANINTEGRALPARTOFTHSSﬂATEMENT
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STATEMENT 3
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UNIFIED SCHOOL. DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2010)

BOND AND INTEREST FUND

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Ad Valorem Tax 98,383.11 $ 91,716.88 $ 95,256.00 (3,539.32)
Delinquent Tax 5.147.25 3,633.18 1,5670.00 2,063.13
Motor Vehicle Tax 15,391.88 16,485.67 17,831.00 (1,345.33)
Other County Taxes 254,23 214,78 155.00 59.78
Miscellaneous - - - -
State of Kansas 169,534.00 163,490.00 163,490.00 -
TOTAL CASH RECEIPTS 288,710.47 $ 27554026 $ 278,302.00 (2,761.74)
EXPENDITURES
Bond Principal 205,000.00 % 215,000.00 $ 215,000.00 -
Bond Interest 72,923.75 66,880.00 66,880.00 -
Other - - 70.00 (70.00)
TOTAL EXPENDITURES 277,923.75 $ 281,880.00 $ 281,950.00 (70.00)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 10,786.72 $ (6,339.74)
UNENCUMBERED CASH , BEGINNING 249 82863 260,615.35
UNENCUMBERED CASH, ENDING $ 26061535 $ 25427561

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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STATEMENT 6
Page 1 of 1
UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
STATEMENT OF CASH RECEIPTS AND EXPENDITURES-ACTUAL AND BUDGET
For the Year Ended June 30, 2011
(WITH COMPARATIVE ACTUAL TOTALS FOR THE YEAR ENDED JUNE 30, 2011)

RECREATION COMMISSION - GENERAL FUND

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.

.33 -

CURRENT YEAR
Prior Variance
Year Over
Actual Actual Budget (Under)
CASH RECEIPTS
Appropriations $ 59,698.31 54,111.73 60,500.00 (6,388.27)
Fees 7,005.96 5,070.05 3,000.00 2,070.05
Interest 101.60 191.54 100.00 91.54
TOTAL CASH RECEIPTS $ 66,805.87 59,373.32 63,600.00 (4,226.68)
EXPENDITURES
General $ 19,509.47 46,391.22 28,078.00 18,313.22
Maintenance 5,234.65 4.028.67 21,000.00 (16,971.33)
Director 4,804.80 4,804.80 4,800.00 4.80
Groundskeeper 3,431.43 3,716.22 5,000.00 (1,283.78)
Utilities 2,252.89 2,442 .06 3,300.00 (857.94)
Athletic Activities 7,540.84 6,465.00 15,720.00 (9,255.00)
Insurance 2,436.00 2,296.00 3,500.00 (1,204.00)
Payroll Taxes 638.41 651.22 780.00 (128.78)
Capital Outlay - - 14,000.00 (14,000.00)
TOTAL EXPENDITURES $ 45,848.49 70,795.19 96,178.00 (25,382.81)
CASH RECEIPTS OVER (UNDER)
EXPENDITURES $ 20,957.38 (11,421.87)
UNENCUMBERED CASH , BEGINNING 34,491.35 55,448.73
UNENCUMBERED CASH, ENDING $ 55,448.73 44,026.86



UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. REPORTING ENTITY

Unified School District No. 447 is a municipal corporation governed by an elected seven-
member board. These financial statements present USD No. 447 (the primary government)
and its component unit. The component unit is included in the USD’s reporting entity because
of the significance of its operational and financial relationship with the District.

The District’'s summary of cash receipts, cash disbursements and unencumbered cash
includes the accounts of all District operations. The District's major operations include primary
and secondary education of young people in the Cherryvale, Kansas and Thayer, Kansas
areas. The scope of the entity for financial reporting purposes is designed as those funds for
which the District has oversight responsibility and is primarily accountable. Oversight
responsibility includes budgetary authority and fiscal management responsibility. Budgetary
authority is defined as authority for final approval of budgetary appropriations and revisions.
Fiscal management responsibility is control of the collection and disbursement of funds.

Discretely presented component unit. The component unit section of the financial statements
includes the financial data of the discretely presented component unit. This component unit is
reported separately to emphasize that it is legally separate from the school district. The
governing body of this component unit is appointed by the school district’'s Board of Education.

a. Recreation Commission. USD No. 447 Recreation Commission oversees recreational
activities. The Recreation Commission operates as a separate governing body but the
school district levies the taxes for the Recreation Commission and the Recreation
Commission has only the powers granted by Statute K.S.A. 12-1928. The Recreation
Commission cannot purchase real property, but can acquire real property by gift.

2. BASIS OF PRESENTATION - FUND ACCOUNTING

A fund is defined as an independent fiscal and accounting entity with a self-balancing set of
accounts recording cash and other financial resources, together with all related liabilities and
residual equities or balances, and changes therein, which are segregated for the purpose of
carrying on specific activities or attaining certain objectives in accordance with special
regulations, restrictions, or limitations.

The following types of funds comprise the financial activities of Unified School District 447,
Cherryvale, Kansas, for the year ended June 30, 2011.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Governmental Funds:

General Fund--to account for all unrestricted resources except those required to be
accounted for in another fund.

Special Revenue Fund--to account for the proceeds of specific revenue sources (other than
special assessments or major capital projects) that are restricted by law or administrative
action to expenditure for specified purposes.

Debt Service Funds--to account for the accumulation of resources for, and the payment of,
interest and principal on general long-term debt, and the financing of special assessments
which are general obligation of Unified School District 447, Cherryvale, Kansas.

Fiduciary Funds:

Trust and Agency Funds--to account for assets held by a governmental unit in a trustee
capacity or as an agent for individuals, private organizations, other governmental units,
and/or other funds. These include (a) Expendable Trust Funds, (b) Nonexpendable
Trust Funds, (c) Pension Trust Funds, and (d) Agency Funds.

3. BASIS OF ACCOUNTING

Statutory Basis of Accounting. The statutory basis of accounting, as used in the preparation of
these statutory basis financial statements, is designed to demonstrate compliance with the
cash basis and budget laws of the State of Kansas. Cash receipts are recognized when the
cash balance of a fund is increased except as described below. Expenditures include
disbursements, accounts payable, and encumbrances, with disbursements being adjusted for
prior year's accounts payable and encumbrances. Encumbrances are commitments related to
unperformed (executory) contracts for goods and services, and are usually evidenced by a
purchase order or written contract. For an interfund transaction, a cash receipt is recorded in
the fund receiving cash from another fund, and an expenditure would be charged in the fund
from which the transfer is made.

The Kansas Legislature passed a law requiring all school districts to record, as received by
June 30 of each fiscal year, all required state aid distributions for that year made by the
Kansas Department of Education regardless of when received by the School District.
Therefore, the State of Kansas did not make its final state aid distribution until July 7, 2011 in
the amount of $826,280.00, and the District recorded this as a June 30, 2011 receipt. Under
accounting practices prescribed by the State of Kansas to demonstrate compliance with the



UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

cash basis and budget laws of the State of Kansas, this money should have been receipted in
the fiscal year ended June 30, 2012.

The District passed a resolution dated July 12, 2010, to waive the annual requirement of
generally accepted accounting principles and fixed asset accounting for the year ended June
30, 2011, in conformity with K.S.A. 75-1120a (c) (1), and allowing the municipality to use the
statutory basis of accounting.

4. DEPARTURE FROM GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

The basis of accounting described above results in a financial statement presentation which
shows cash receipts, expenditures, cash and unencumbered cash balances, and expenditures
compared to budget. Balance sheets that would have shown noncash assets such as
receivables, inventories, and prepaid expense, liabilities such as deferred revenue

and matured principal and interest payable, and reservations of the fund balance are not
presented. Under accounting principles generally accepted in the United States of America,
encumbrances are only recognized as a reservation of fund balance; encumbrances
outstanding at year-end do not constitute expenditures or liabilities. Consequently, the
expenditures as reported do not present the cost of goods and services received during the
fiscal year in accordance with generally accepted accounting principles. Capital assets that
account for the land, buildings, and equipment owned by the municipality are not presented in
the financial statements. Also, long-term debt such as general obligation bonds, revenue
bonds, capital leases, temporary notes, and compensated absences are not presented in the
financial statements.

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

1. BUDGETARY INFORMATION

Kansas statutes require that an annual operating budget be legally adopted for the general
fund, special revenue funds (unless specifically exempted by statute), debt service funds, and
enterprise funds. Although directory rather than mandatory, the statutes provide for the
following sequence and timetable in the adoption of the legal annual operating budget:

1. Preparation of the budget for the succeeding calendar
year on or before August 1st.

2. Publication in local newspaper of the proposed budget and notice
of public hearing on the budget on or before August 5"
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)

3. Public hearing on or before August 15th, but at least ten days
after publication of notice of hearing.
4. Adoption of the final budget on or before August 25th.

The statutes allow for the governing body to increase the originally adopted budget for
previously unbudgeted increases in revenue other than ad valorem property taxes. To do this,
a notice of public hearing to amend the budget must be published in the local newspaper. At
least ten days after publication the hearing may be held and the governing body may amend
the budget at that time. The budgets were not amended for fiscal year June 30, 2011.

The statutes permit transferring budgeted amounts between line items within an individual
fund. However, such statutes prohibit expenditures in excess of the total amount of the
adopted budget of expenditures of individual funds. Budget comparison statements are
presented for each fund showing actual receipts and expenditures compared to legally
budgeted receipts and expenditures.

All legal annual operating budgets are prepared using the statutory basis of accounting.
Revenues are recognized when cash is received except as described in Footnote A-3.
Expenditures include disbursements, accounts payable, and encumbrances, with
disbursements being adjusted for prior year’'s accounts payable and encumbrances.
Encumbrances are commitments by the municipality for future payments and are supported by
a document evidencing the commitment, such as a purchase order or contract. All unused
budgeted expenditure authority lapses at year-end.

A legal operating budget is not required for the following special revenue funds:

Contingency Reserve Fund
Textbook Rental Fund
Abernathy Grant Fund
Rural/lLow Income Schools Fund
Title | — 2009/2010 Fund

ARRA Title | = 2009/2010 Fund
Title 1 —2010/2011 Fund

Title Il A —2010/2011 Fund

Title It D - 2009/2010 Fund
ARRA Title IID - 2009/2010 Fund
District Activity Fund
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)

Spending in funds which are not subject to the legal annual operating budget
requirement is controlled by federal regulations, other statutes, or by the use of internal
spending limits established by the governing body.

2. COMPLIANCE WITH KANSAS STATUTES AND OTHER FINANCE RELATED
LEGAL MATTERS

Management is not aware of any violations of compliance with Kansas Statutes or violations of
other finance related legal matters.

NOTE C - DEPOSITS AND INVESTMENTS

K.S.A. 9-1401 establishes the depositories which may be used by the District. The statute
requires banks eligible to hold the District’s funds have a main or branch bank in the county in
which the District is located and the banks provide an acceptable rate of return on funds. In
addition, K.S.A. 9-1402 requires the banks to pledge securities for deposits in excess of FDIC
coverage. The District has no other policies that would further limit interest rate risk.

K.S.A. 12-1675 limits the District’s investment of idle funds to time deposits, open accounts,
and certificate of deposit with allowable financial institutions; U.S. Government securities;
temporary notes; no-fund warrants; repurchase agreements; and the Kansas Municipal
Investment Pool. The District has no investment policy that would further limit its investment
choices.

Concentration of credit risk. State statutes place no limit on the amount the District may invest
in any one issuer as long as the investments are adequately secured under K.S.A. 9-1402 and
9-1405.

Custodial credit risk — deposits. Custodial credit risk is the risk that in the event of a bank
failure, the District's deposits may not be returned to it. State statutes require the Districts’
deposits in financial institutions to be entirely covered by federal depository insurance or by
collateral held under a joint custody receipt issued by a bank within the State of Kansas, the
Federal Reserve Bank of Kansas City, or the Federal Home Loan Bank of Topeka, except
during designated “peak periods” when required coverage is 50%. All deposits were legally
secured at June 30, 2011.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE C - DEPOSITS AND INVESTMENTS (Continued)

At year-end the carrying amount of the District's deposits, including certificates of deposit, was
$3,270,893.39. The bank balance was $3,296,248.58. The difference between the carrying
amount and the bank balance is outstanding checks and deposits in transit. The bank balance
was held by two banks, resulting in a concentration of credit risk. Of the bank balance
$267,310.04 was covered by FDIC insurance, and $3,028,938.54 was collateralized by
guarantee bonds and pledged securities held by the pledging financial institution’s agents in
the District's name.

At year-end the carrying amount of the Recreation Commission’s deposits was $44,026.86.
The bank balance was $49,900.39. The difference between the carrying amount and the bank
balance is outstanding checks and deposits in transit. The bank balance was held by one
bank, resulting in a concentration of credit risk. The bank balance of $49,900.39 was covered
by FDIC insurance.

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the
failure of the issuer or counterparty, the District will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. State
statutes require investments to be adequately secured.

At June 30, 2011, the District had no investments.

NOTE D - INTERFUND TRANSFERS

Operating Transfers were as follows:

Statutory
From To Authority Amount
General Vocational Education K.S.A. 72-6428 $255,500.00
General Special Education K.S.A. 72-6428 5563,281.00
General Virtual School Fund K.S.A. 72-6428 168,000.00
General 4 Yr. Old At Risk K.S.A. 72-6428 49,500.00
General K-12 At Risk K.S.A. 72-6428 700,500.00
General Capital Outlay K.S.A. 72-6428 233,320.66
General Inservice Education K.S.A. 72-6428 60,000.00
Supplemental General Special Education K.S.A. 72-6428 290,000.00
Supplemental General Drivers Training K.S.A. 72-6428 4,937.17
Supplemental General Food Service K.S.A. 72-6428 101,000.00
Supplemental General K-12 At Risk K.S.A. 72-6428 100,000.00
Supplemental General Virtual School K.S.A. 72-6428 110,000.00
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE E - LONG-TERM DEBT

See Pages 43 — 44 for Schedules of Long-Term Debt.

NOTE F- RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the District carries
commercial insurance. Settlements of claims have not exceeded coverage during the past
three fiscal years.

NOTE G - DEFINED BENEFIT PENSION PLAN

Plan description. The District participates in the Kansas Public Employees Retirement System
(KPERS), a cost-sharing multiple-employer defined benefit pension plan as provided by K.S.A.
74-4901, et seq. KPERS provide retirement benefits, life insurance, disability income benefits,
and death benefits. Kansas law establishes and amends benefit provisions. KPERS issues a
publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to KPERS (611 S. Topeka
Avenue, Suite 100, Topeka, KS 66603) or by calling 1-888-275-5737.

Funding Policy. K.S.A. 74-4919 establishes the KPERS member-employee contribution rate
at 4% of covered salary. Member-employees’ contributions are withheld by their employer and
paid to KPERS according to provisions of section 414(h) of the Internal Revenue Code.

The State of Kansas is required to contribute the remaining amount necessary to achieve the
actuarially determined contribution rate. Kansas currently contributes 9.17% of covered
payroll. These contribution requirements are established by KPERS and are periodically
revised. Kansas’ contributions to KPERS for all Kansas public school employees for the years
ending June 30, 2011, 2010, and 2009 were $253,834,044, $248,468,186 and $242,277,363,
respectively, equal to the required contributions as set forth by the State legislature each year.
The amounts attributable to the District for the years ending June 30, 2011, 2010 and 2009
were $303,115, $346,833 and $333,337.

NOTE H—~ OTHER POST EMPLOYMENT BENEFITS

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the District makes
health care benefits available to former employees and eligible dependents. Certain
requirements are outlined by the federal government for this coverage. The premium is paid in
full by the insured. There is no cost to the District under this program.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE H — OTHER POST EMPLOYMENT BENEFITS (Continued)

As provided by K.S.A. 12-5040, the District allows retirees to participate in the group health
insurance plan. While each retiree pays the full amount of the applicable premium,
conceptually, the District is subsidizing the retirees because each participant is charged a level
of premium regardless of age. However, the cost of this subsidy has not been quantified in
these financial statements.

NOTE | - COMPENSATED ABSENCES - EMPLOYEE VACATION AND SICK PAY

Twelve month classified personnel are granted two weeks (10 working days) vacation
annually. An employee must have been employed a minimum of one year for two weeks
vacation. Employees having been employed less than one year but at least one-half year,
qualify for one week vacation.

Twelve month classified personnel are granted three weeks (15 working days) vacation
annually after completing five (5) years of employment tenure. In some instances unused
vacation may be accumulated. The Superintendent receives twenty (20) days vacation
annually, which is non-accumulative.

All full time employees are granted 11 days sick leave at the beginning of the school year.
Ten days are granted to the employee and one day is included in the sick leave pot. Unused
sick leave shall accumulate. Sick leave may also be used in the event of serious illness in the
immediate family.

Sick leave shall also be used to cover absences to attend funerals of family or friends.

Any certified employee leaving the District after twelve (12) consecutive years of service or
upon retirement (as defined by KPERS) shall receive $40.00 per day for each unused day of
accumulated sick leave.

The liability for accrued vacation and sick pay is not reflected on the financial statements.

Neither the actual or estimated liability could be reasonably estimated at June 30, 2011. The
cost of vacation and sick pay are recognized as expenditures when paid.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

NOTE J — FLEXIBLE BENEFIT PLAN (I.R.C. SECTION 125)

The Board adopted a salary-reduction flexible benefit plan under Section 125 of the Internal
Revenue Code. All full-time employees of the District are eligible to participate in the plan
beginning the first day of the month following employment. Each employee may elect to
reduce his or her salary to purchase benefits through the plan. Currently benefits offered
through the plan involve health insurance premiums, medical expense reimbursement, and
child care.

NOTE K — USE OF ESTIMATES

The preparation of statutory basis financial statements required management to make
estimates and assumptions that affect the reported amounts of expenditures during the audit
period, encumbrances outstanding and disclosure of contingencies at the end of the audit
period. Actual results could differ from the estimates.
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YERKES & MICHELS, CPA, LLC

John D. Carroll, CPA CERTIFIED PUBLIC ACCOUNTANTS

Carmen R. Duroni, CPA
American Institute of Certified Public Accountants

Kansas Society of Certified Public Accountants

Randy Hoffman
An Independent C.P.A. Firm

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Education
Unified School District No. 447
Cherryvale, KS 67335

We have audited the statutory basis financial statements of Unified School District No. 447,
Cherryvale, Kansas, as of and for the year ended June 30, 2011, and have issued our report
thereon dated December 22, 2011. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States, and the Kansas Municipal Audit Guide.

Internal Control Over Financial Reporting

Management of Unified School District No. 447, Cherryvale, Kansas, is responsible for
establishing and maintaining effective internal control over financial reporting. In planning and
performing our audit, we considered the District’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
District’s internal control over financial reporting. Accordingly, we do not express an opinion on
the effectiveness of the District’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or emplioyees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that
we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s statutory basis financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an object of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

We noted certain other matters that we reported to management of the District in a separate letter
dated December 22, 2011.

This report is intended solely for the information and use of the Board of Education of the Unified
School District No. 447, Cherryvale, Kansas, management, federal awarding agencies and pass
through entities and for filing with the State of Kansas, Division of Accounts and Reports and is
not intended to be and should not be used by anyone other than these specified parties.
However, this report is a matter of public record and its distribution is not limited.

Ut sa é  iehatd

YE@{KES & MICHELS, CPA, LLC

December 22, 2011
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

Independent Auditor's Report

Board of Education
Unified School District No. 447
Cherryvale, KS 67335

Compliance

We have audited Unified School District No. 447, Cherryvale, Kansas’s compliance with the types
of compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on the District’'s major federal program for the year ended
June 30, 2011. The District’'s major federal program is identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs. Compliance with
the requirements of laws, regulations, contracts, and grants applicable to its major federal
program is the responsibility of the District's management. Our responsibility is to express an
opinion on the District’'s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the
Kansas Municipal Audit Guide. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence
about the District’s compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination on the District’s
compliance with those requirements.

In our opinion, Unified School District No. 447, Cherryvale, Kansas, complied, in all material

respects, with the compliance requirements referred to above that could have a direct and
material effect on each of its major federal programs for the year ended June 30, 2011.
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Internal Control Over Compliance

The management of Unified School District No. 447, Cherryvale, Kansas, is responsible for
establishing and maintaining effective internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programs. In planning and performing our
audit, we considered the District’s internal control over compliance with requirements that could
have a direct and material effect on a major federal program to determine the auditing procedures
for the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the District's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be deficiencies, significant deficiencies, or material weaknesses. We
did not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Education of Unified
School District No. 447, Cherryvale, Kansas, management, and federal awarding agencies and
pass-through entities and for filing with the State of Kansas, Division of Accounts and Reports
and is not intended to be and should not be used by anyone other than these specified parties.
However, this report is a matter of public record and its distribution is not limited.

(et bra ép}/ﬂ;@z&)

YERKES & MICHELS, CPA, LLC

December 22, 2011
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UNIFIED SCHOOL DISTRICT NO. 447

CHERRYVALE, KANSAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2011

Agency:
U.S. Department of Education

CFDA #

Expenditures

(Statutory Basis)

Passed through Southeast Kansas Educational Service Center:

Career and Technical Education - Perkins IV

Passed through the Kansas Dept. of Education:
Title I Cluster
ARRA - Title I, Part A
Title I, Part A Grants to LEA's
Total Title I Cluster

Character Education Initiative

Title IID Enhancing Ed. through Technology
Rural Low Income

Title Ila Improving Teacher Quality

ARRA Stabilization

Education Jobs Fund

TOTAL U.S. DEPARTMENT OF EDUCATION

U.S. Department of Agriculture
Passed through the Kansas Dept. of Education:
Child Nutrition Cluster:
School Breakfast Program
National School Lunch Program/
Cash for Commodities

Summer Food Service Program for Children

Total Child Nutrition Cluster

Fresh Fruits and Vegetables

TOTAL U.S. DEPARTMENT OF AGRICULTURE

TOTAL EXPENDITURES OF FEDERAL AWARDS

84.048

84.389
84.010

84.215
84.318
84.358
84.367
84.394
84.410

10.553

10.555
10.559

10.582

501

24,496
263,129

287,625

406

780
25,395
34,697
116,287
203,619

669,310

70,273

210,894
30,097

311,264

27,678

$

338,942

$

1,008,252

NOTE: This schedule is presented on a basis of accounting which demonstrates compliance with

the cash basis and budget laws of Kansas. Cash receipts are recognized when the cash balance of

a fund is increased. Cash disbursements are recognized when the cash balance of a fund is

decreased. Expenditures include disbursements, accounts payable and encumbrances.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2011

Section I - Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issued: Unqualified
Internal control over financial reporting:
e Material weakness(es) identified? _yes X  no
o Significant deficiency(ies) identified? ___yes X no

Noncompliance material to financial
statements noted? yes X no

Federal Awards

Internal control over major programs:
e Material weakness(es) identified? _yes X no
e Significant deficiency(ies) identified? _yes X _no

Type of auditor’s report issued on compliance for major
programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with Section 510(a)

of OMB Circular A-1337? yes X no
Identification of major program:
CFDA Numbers Name of Federal Program or Cluster
10.553, 10.555, and 10.559 Child Nutrition Cluster
Dollar Threshold used to distinguish between
Type A and Type B programs: $ 300,000
Auditee qualified as low risk auditee? X yes no

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2011

Section II — Financial Statement Findings

No matters reported.

Section III — Federal Award Findings and Questioned Costs

No matters reported.

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT,
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UNIFIED SCHOOL DISTRICT NO. 447
CHERRYVALE, KANSAS

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended June 30, 2011

Finding #2010-01:

The finding related to a lack of internal control for determining if calculations of
jobs created/retained by ARRA funding expenditures were correctly performed
and reported. This finding has been corrected.
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